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REVIEW OF THE MONTH
Inflow of currency to the Reserve banks
from circulation carried excess reserves of
member banks to a level of
Member bank $1,400,000,000 at the end of
reserves ^ >
January. In the five weeks
ending January 26, as shown in the accom-
panying chart, the post-holiday decline in cur-
rency amounted to about $390,000,000, com-
pared with an increase of $260,000,000 be-
tween the end of July and Christmas.
MONEY IN CIRCULATION
OUTSIDE TREASURY AND FEDERAL RESERVE BANKS
MILLIONS OF DOLLARS ( Wednesday figures ) MILLIONS OF DOLLARS
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All classes of banks shared in the increase
in excess reserves during January. More
than one-half of the increase occurred at cen-
tral reserve city banks in New York City,
reflecting in part an increase in correspond-
ent balances held for outside banks. The fol-
lowing table shows excess reserves by classes
of banks during January, 1938, compared
with those in September, when the Treasury
released $300,000,000 of inactive gold, and
also in April and May, of last year.
EXCESS RESERVES OF MEMBER BANKS, BY CLASSES
OF BANKS
Averages of daily figures






































































During the latter half of 1937 total loans
and investments of member banks declined
by $1,000,000,000, accord-
Member bank credit ing to preliminary figures
o" 1937"""
 hal
f from call reports as of De-
cember 31, 1937. Invest-
ments declined by $700,000,000 and security
loans by $660,000,000, while other loans in-
creased by $350,000,000. Decreases in loans
and investments were reported for central
reserve and reserve city banks, while at coun-
try banks a decrease in investments was ap-
proximately offset by a further growth in
loans. Detailed figures, with those for earlier
dates, are given in the regular table on page
138 of this Bulletin.
73
Federal Reserve Bulletin: February 193874 FEDERAL RESERVE BULLETIN FEBRUARY 1938
As shown in the following table, the reduc-
tion in security loans at member banks during
the latter half of 1937 was almost entirely in
loans made to brokers and dealers in securi-
ties by New York City banks, which declined
by about $530,000,000. At the end of the
year loans to brokers and dealers had been
reduced to the 1935 level. Loans to others
on securities also decreased somewhat, prin-
cipally at New York City banks. Real estate
loans and so-called "other" loans, which in-
clude loans for commercial, industrial, and
agricultural purposes, increased further,
while holdings of open-market acceptances
and commercial paper showed little change.
Since the early part of 1935 real estate loans
at member banks, which were reduced
sharply in 1932 and 1933, have been slowly
increasing. The growth during the latter
half of 1937 amounted to about $40,000,000
and, like the increase during the previous
two years, occurred almost entirely at coun-
try banks.
CHANGES IN LOANS AND INVESTMENTS AT MEMBER
BANKS, LAST HALF OF 1937
(In millions of dollars ; figures preliminary)
Total loans and investments
Total loans
Open-market paper
Loans to security brok-
ers and dealers














































































The growth in "other" loans at member
banks amounted to $360,000,000 in the latter
half of 1937. This growth was smaller than
during either the first half of 1937 or the
latter half of 1936. The largest increase in
these loans was at reserve city banks. Accord-
ing to weekly reports of member banks in 101
leading cities, commercial loans at city banks
increased in the third quarter and declined
in the last quarter of the year. Country
banks showed an increase of $80,000,000 in
"other" loans in the latter half of 1937, com-
pared with a growth of $180,000,000 in the
first half of the year and with small decreases
in the latter half of 1936 and of 1935.
All classes of member banks reduced their
holdings of securities during the latter half
of 1937. Of the total reduction of $695,000,-
000, about $315,000,000 was in United States
Government obligations, mostly direct obli-
gations, and about $380,000,000 in other
securities. Holdings of Government securi-
ties showed a decline of $300,000,000 at re-
serve city banks, and little change at country
banks and at central reserve city banks. New
York City banks, according to weekly re-
ports, have been steadily increasing their
portfolio of Government securities since the
end of last September, following large de-
clines in the first three quarters of 1937. Of
the $380,000,000 decrease in other securities
in the last half of the year, $110,000,000 was
at central reserve city banks, $125,000,000 at
reserve city banks, and $145,000,000 at coun-
try banks. Thus country banks in the latter
half of 1937 participated in the general sell-
ing of securities by banks, whereas in the
first half of the year these banks had in-
creased their holdings of securities at a time
when city banks were selling heavily. The
sales by city banks were largely of United
States Government securities, while liquida-
tion at country banks was principally of
other securities.
The substantial reduction during the last
six months of 1937 in United States Govern-
ment securities at member banks was chiefly
in Treasury notes and bills. In this period
the total amount of Treasury bills outstand-
ing was reduced by $350,000,000 and that of
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Treasury notes by $70,000,000, while Treas-
ury bonds were increased by $540,000,000.
New York City banks increased their hold-
ings of Treasury notes, while reducing hold-
ings of other types of obligations. Reserve
city banks reduced principally their holdings
of notes and bills, at country banks there
was a moderate increase in guaranteed obli-
gations partly counterbalanced by reductions
in Treasury bills. Holdings of bonds that
are direct obligations of the Government
showed no significant change at any class of
member banks in the last half of 1937, de-
clining in the aggregate by $50,000,000. In
the first half of 1937 holdings of such bonds
had shown a decrease of $370,000,000.
UNITED STATES GOVERNMENT OBLIGATIONS HELD BY
MEMBER BANKS
























































i Increase of less than $500,000.
In the first three weeks of January, total
loans and investments at reporting member
banks in 101 leading cities
declined, reflecting a reduc-
tion of loans in excess of
purchases of additional securities. The de-
cline in loans was principally in commercial
accommodations both in New York City and
in leading cities outside New York, amount-
ing to about $160,000,000, and there was also
a further liquidation of loans to security
brokers and dealers in New York City,
amounting to about $70,000,000. Commercial
loans of weekly reporting banks have de-
clined by $430,000,000 since the middle of
October, but are still approximately $600,-
000,000 larger than a year ago. Holdings of
United States Government securities in-
creased during the first three weeks of Jan-
uary, almost entirely at New York City banks.
These banks added $120,000,000 to their hold-
ings, making a total increase of $340,000,000
since September 29, 1937, following a decline
of $860,000,000 in the first three quarters of
1937. At banks in leading cities outside New
York, holdings of Government securities have
shown little change in recent months.
Interbank balances increased during the
first three weeks of January to the largest
amount since last April. In the early months
of 1937 there was a substantial decrease in
connection with the raising of reserve re-
quirements and the growth in loans and in-
vestments at country banks. Adjusted de-
mand deposits at reporting banks showed
little net change in January, the effect of the
seasonal return flow of currency from cir-
culation being offset by the decline in bank
loans. During most of the last seven months
of 1937 these deposits had decreased.
Prices of United States Government secur-
ities and of the highest-grade corporate and
municipal bonds rose further in
Security fae first three weeks of January
markets
with the result that yields were
lower than at any previous time except in
the latter part of 1936 and at the beginning
of 1937. Toward the end of January there
was some decline in prices of the highest-
grade bonds, accompanying marked declines
in prices of lower-grade railroad bonds and
of common stocks.
The rate on new issues of 91-day Treasury
bills continued during the month of January
at the exceptionally low level of less than YQ
of 1 percent, and the average yield on Treas-
ury notes maturing in 3 to 5 years declined
to below 1% percent. This compares with a
low of slightly less than 1 percent in Decem-
ber 1936 and a high of almost 1% percent in
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April 1937. The average yield on long-term
Treasury bonds declined to a little more than
2% percent, compared with a low of less than
2^4 percent in December 1936 and a high of
over 2% in, April 1937.
Prices of stocks and of the lower-grade in-
dustrial and public utility bonds, which in the
first three weeks of January remained gen-
erally somewhat above their low levels
reached in the last quarter of 1937, declined
in the last week of the month. Lower-grade
railroad bonds declined sharply after the
middle of January, and prices of these issues
at the end of the month were at the lowest
level since early in 1933.
Preliminary estimates for January indi-
cate that the volume of industrial output, as
measured by the Board's season-
Industrial ally a(jjusted index, was about the production
 J
 J . ' .
same as m December, when the in-
dex stood at 84 percent of the 1923-1925
average. Production of steel and automobiles
increased somewhat from the low levels
reached in the latter part of December and
the output for January showed about the
usual seasonal change from December. Trade
reports indicate that output of shoes in-
creased somewhat and that textile production
showed little change from recent low levels,
while mineral production, which had been
maintained at a high level throughout 1937,
declined.
The accompanying chart reviews the course
of industrial production and of output in
certain industries and groups of industries
since January 1932. The data shown are
expressed in terms of points in the total index
of industrial production, so that movements
in any group, as indicated on the chart, meas-
ure the effect of these changes on the tota
index.
The sharp drop in the index after August
1937 reflected to a considerable extent the
rapid curtailment of activity in the iron and
steel industry. Figures on man-hours worked
show that activity in the industries that use
steel as a material decreased sharply, but
;hat this decline was not so great as at steel
mills themselves. Inventories of steel, which
INDUSTRIAL PRODUCTION
10
1932 1933 1934 1935 1936 1937
Figures shown for January 1938 are estimates made January 26.
earlier had been accumulating, were being
reduced toward the end of the year. In the
automobile industry, where output had been
maintained at a high level during the first
ten months of 1937, assemblies increased less
than seasonally in November and declined in
December. Activity in the machinery in-
dustries and at railroad repair shops was
curtailed each month after August. The
decline shown in the chart for other durable
manufactures reflected principally a sharp
reduction in output of plate glass and a de-
cline in activity at lumber mills, but man-
hours figures show that there were declines
also in industries producing furniture, non-
ferrous metal products, and other durable
goods.
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In the textile and leather industries, where
activity had declined moderately by early
summer, there was a sharp further decline
in the last half of the year. Man-hour data
indicate that curtailment in the clothing in-
dustries began in April, somewhat earlier
than the decline at mills producing fabrics,
and continued to the end of the year. After
the middle of the year the decline in the manu-
facture of textile fabrics was more rapid than
that in clothing production.
Mineral output was in large volume
throughout 1937, and, with consumption re-
duced, stocks of most fuels and metals had
increased considerably by the end of De-
cember.
Accompanying the decline in industrial ac-
tivity in the autumn of 1937, there was a
sharp reduction in the amount
Construction ,. . , T -i /»
oi contracts awarded for pri-
vately-financed construction. Residential
building had shown some decline during the summer, reflecting in part the earlier rapid
advance in construction costs. In the fourth
quarter, although construction costs were
somewhat lower, the decline in residential
building became more marked as uncertain-
ties arose regarding income prospects dur-
ing 1938. The number of new dwelling units
built in 1937 was somewhat less than 300,000,
about the same as in 1936 and one-third of
the peak number erected in 1925.
Contracts for other private construction
likewise declined sharply in the autumn of
1937, with the most marked decrease in
awards for factory building, which had been
in large volume during the first eight months
of the year, particularly in the summer. Sub-
stantial reductions were reported also in com-
mercial building and in construction by pub-
lic utilities and the railroads. During 1937
the volume of construction of this general
type, though small in relation to the high
level of the 1920's, was considerably larger
than in other recent years.
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Awards for publicly-financed construction
showed a moderate decline between the third
and fourth quarters of 1937, but toward the
end of the year some increase was reported.
Reports for the first half of January 1938
show a continuation of the decline in resi-
dential building and a further increase in
public projects. Quarterly figures on con-
tract awards in 1936 and 1937 are given in
the following table.
CONSTRUCTION CONTRACTS AWARDED



























































Source: F. W. Dodge Corporation data for 37 Eastern States.
Employment and payrolls showed a sharp
decline during the latter part of 1937, par-
ticularly in November and De-
Employment cember. The largest decline in
and payrolls ° .
employment was at iactories,
where the number of wage earners decreased
from a level of 102 percent of the 1923-1925
average in the summer to 89 percent at the
end of the year. There were considerable
declines also in construction, mining and
transportation. In trade, however, employ-
ment increased by about the usual seasonal
amount. In the aggregate the number em-
ployed in nonagricultural industries de-
creased by about 1,500,000 persons after
August and there was also a seasonal de-
crease in employment in agriculture. The
number employed on work relief and other
such governmental projects increased some-
what.
At factories, there was a decrease in the
average number of hours worked in addition
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to the decline in the number of employees.
Changes in the number employed, in average
hours, and in total man-hours worked during
the past four years are shown monthly on
the accompanying chart. By December 1937
EMPLOYMENT, HOURS, AND MAN-HOURS
IN MANUFACTURING INDUSTRIES










































1934 1935 1936 1937
Based on data of the Bureau of Labor Statistics. December
1937 figures estimated for total man-hours and average hours
per week.
total man-hours had declined to the level of
early 1935, with the number employed some-
what larger than at that time and average
hours somewhat smaller. The recent decline
in average hours worked began considerably
earlier than the reduction in employment,
owing in part to agreements shortening the
work week.
During recent months average hourly earn-
ings at factories have continued near the
levels reached last summer and the sharp de-
cline in man-hours worked has been reflected
in a corresponding decrease in payrolls. At
the end of the year factory payrolls were at
about the same level as in the middle of 1936.
Volume of department store sales was sub-
stantially maintained in the latter part of
1937, although industrial produc-
tion and employment declined
sharply, and in December the Board's ad-
justed index of these sales stood at 89, as com-
pared with a level of 93 during the earlier
months of the year. Preliminary reports in-
dicate that sales in the first three weeks of
January were at about the same level as a
year ago. Although department store sales
have been maintained at a fairly high level,
many retailers have restricted their pur-
:hases from wholesalers and manufacturers,
and inventories at department stores have
declined in recent months. The Board's ad-
justed index of department store stocks was
72 percent of the 1923-1925 average at the
end of December 1937, compared with 78 last
August and a low level of 65 in the first half
of 1936.
Sales at variety stores and by mail-order
houses have increased by approximately the
usual seasonal amount during recent months,
while sales of automobiles, which had been
at a high level, declined toward the end of the
year.
Wholesale commodity prices, which had
declined sharply in October and November,














ary. Prices of basic commodi-
ties, both agricultural and industrial, were
maintained, while prices of livestock prod-
ucts and of finished industrial products con-
tinued downward.
The general level of wholesale commodity
prices, as shown in the accompanying chart,
declined by about 6 points from September
to January and is currently at the level pre-
vailing before the sharp advance last winter
and spring. The extent to which changes in
the general level of prices since 1934 have
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reflected changes in each of three groups of
commodities is shown in the chart.
WHOLESALE PRICES
90
1926 AVERAGE FOR TOTAL= 100
COMMODITIES OTHER THAN
FARM PRODUCTS AND FOODS
1934 1935 1936 1937
Monthly figures ; Bureau of Labor Statistics' data, with Federal
Reserve classification of livestock and products and other farm
products and foods. January 1938 estimated.
Price declines in wholesale markets have
been reflected to some extent in retail prices,
with the largest decreases occurring in foods
and clothing. Retail food prices, according
to the index of the Bureau of Labor Sta-
tistics, declined from 85.8 percent of the
1923-1925 average in September to 82.6 in
December, reflecting chiefly a decrease in
meat prices. In January retail food prices
declined further.
The decline in prices of livestock and live-
stock products, which accounted for more
than half of the sharp drop in
Agricultural J^Q general level of wholesale
pri
c prices from September to Jan-
uary, reflected chiefly a much larger than
seasonal increase in slaughter supplies and
a reduction in consumer income. Prices of
dairy products at the beginning of this
winter were at the highest level for any sim-
ilar period since 1929, but, with a marked
increase in milk production and declining
consumer demand, prices of these products
declined sharply in the latter part of Decem-
ber and in January. Wool prices decreased
considerably last autumn, owing in part to
declines in other textile prices and to a sharp
curtailment in woolen mill activity. Stocks
of raw wool in this country were much larger
on January 1 than a year ago, when mill con-
sumption was at a high level, but about the
same as the average for the preceding 10
years.
Early last year prices of farm products
and foods other than livestock and products
began to reflect the prospect of large yields
following the short crops of recent years.
As the abundant supplies of grains, fruits,
and vegetables were harvested in the summer
and autumn of 1937, their prices declined fur-
ther. With the forecasts of record cotton
crops in both the United States and in for-
eign countries, cotton prices fell from above
12 cents per pound in the middle of July to
a level below 8 cents in November. Cotton
consumption by domestic mills was reduced
considerably in the latter part of the year
and, with cotton exports only moderately
larger so far this season, large quantities of
the new crop have gone into Government
financed stocks. About 4,820,000 bales of the
estimated 18,746,000 bale crop were reported
in the loan stock on January 27, including
loans made by private lenders against the
Government guarantee as well as advances
of Commodity Credit Corporation funds. In
addition the Commodity Credit Corporation
still holds 1,670,000 bales of cotton from
previous crops.
Domestic wheat prices declined from about
$1.10 per bushel in September to below 95
cents in November, reflecting chiefly the
general declines in the commodity and secur-
ity markets and the failure of exports to
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meet expectations. On the basis of exports
of 90,000,000 bushels, the Department of
Agriculture expects the domestic carryover
on July 1, 1938, to be about 200,000,000
bushels, which would be larger than dur-
ing the recent years of small crops but con-
siderably smaller than during the 1930-1934
period. In December and January foreign
demand for cotton, wheat, and corn increased,
and prices of these commodities advanced
above the November levels.
Prices of all farm products as a group re-
mained in December and January at the low-
est level in three years. Food prices con-
tinued to show a marked decline in this
period, reflecting the sharp drop in dairy
products and a further decrease in meat
prices.
Prices of commodities other than farm
products and foods showed little change last
year from April to September, as
prices declines in prices of raw and semi-
finished materials were offset in
the total by further increases in finished
products. In the autumn of the year raw ma-
terials declined considerably further and
there were also reductions in prices of finished
products. In December and the first three
weeks of January prices of raw and semi-
finished industrial materials were generally
maintained at about the same level as in
October 1936. Finished industrial products
continued to decline but were still somewhat
higher than in October 1936.
The decline in raw material prices last
autumn reflected chiefly sharply reduced buy-
ing by manufacturers and the accumulation
of stocks in the hands of producers. Decreas-
ing business activity and uncertainties re-
garding future consumption of materials ac-
centuated the decline in prices. The supply
of hides increased as a result of larger cattle
slaughter and of reduced activity in the
leather industry, and prices declined con-
siderably. Reductions in output of some
other raw and semifinished materials, such
as rayon, lumber, and nonferrous metals,
though considerable, were nevertheless
smaller than the decrease in sales and ship-
ments, with the consequence that stocks held
by producers increased and prices fell. Lower
quotas for such commodities as rubber, tin,
and copper were announced by control agen-
cies in foreign countries, but visible supplies
were not immediately brought into line with
changes in demand, and prices of these com-
modities dropped abruptly.
Output of fuels was maintained at high
levels in the latter part of the year. Stocks
of petroleum products increased and their
prices declined, but prices of crude petroleum
remained unchanged except for reductions in
Pennsylvania oil. In the case of bituminous
coal, industrial users maintained stocks at a
high level partly in anticipation of an advance
in prices through governmental action. The
increase in prices became effective in the
middle of December.
Prices of finished industrial products, which
as a group began to decline in September,
have continued downward in recent months.
This decline has reflected for the most part
sharply lower material prices, particularly
in textile products, reduced consumer demand
for some commodities, and efforts by manu-
facturers and distributors in certain lines to
liquidate inventories accumulated earlier in
the year.
Appointment of Class C Directors at Federal
Reserve Banks
On January 19, 1938, Edmund E. Day,
President of Cornell University, Ithaca, New
York, was appointed a Class C director of
the Federal Reserve Bank of New York for
the unexpired portion of the term ending De-
cember 31, 1939.
On January 25,1938, W. D. Cochran, Presi-
dent of the W. D. Cochran Freight Lines,
Iron Mountain, Michigan, was appointed a
Class C director of the Federal Reserve Bank
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of Minneapolis for the unexpired portion of
the term ending December 31, 1940.
On January 28, 1938, Rufus C. Harris,
President of Tulane University, New Orleans,
Louisiana, was appointed a Class C director
of the Federal Reserve Bank of Atlanta for
the unexpired portion of the term ending
December 31, 1940.
Effective February 1, 1938, Walter C. Cof-
fey, Dean of the Department of Agriculture
of the University of Minnesota, St. Paul, Min-
nesota, was appointed a Class C director of
the Federal Reserve Bank of Minneapolis for
the unexpired portion of the term ending
December 31, 1939, to succeed F. W. Peck,
resigned.
Designation of Chairman and Federal Reserve Agent
and Appointment of Deputy Chairman
Owen D. Young, Chairman of General Elec-
tric Company, New York, New York, has
been designated as Chairman and Federal
Reserve Agent at the Federal Reserve Bank
of New York, and Beardsley Ruml, Treasurer
of R. H. Macy & Company, Inc., New York,
New York, has been appointed as Deputy
Chairman of the bank to succeed Mr. Young,
both for the remainder of the current year.
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